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Independent Auditor’s Report

To the Board of Directors
FMK Financial Services, Inc.

I have audited the accompanying balance sheet of FMK Financial Services,
Inc. as of December 31, 2003, and the related statements of income,
retained earnings, and cash flows for the year then ended. These financial
statements are the responsibility of the Company’s management. My
responsibility is to express an opinion on these financial statements based
on my audit.

I conducted my audit in accordance with generally accepted auditing
standards. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. I believe that my audit
provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of FMK Financial Services,
Inc. at December 31, 2003, and the results of its operations and its cash
flows for the year then ended in conformity with generally accepted
accounting principles.

e =

oui ocna, CPA

January 30, 2004




FMK Financial Services, Inc.
Balance Sheet
December 31, 2003

Assets
Current Assets:
Cash $ 10,002
Property, Plant and Equipment:
Office Furniture and Equipment $ 828
Less Accum. Depreciation (828) -0-
Total Assets $ 10,002

The accompanying notes are an integral part of these financial statements.
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FMK Financial Services, Inc.
Balance Sheet
December 31, 2003

Liabilities and Equity

Total Liabilities S -0-
Equity:

Capital Stock 10,000 shares authorized,

issued and outstanding S 10,000

Paid-In Capital 2,158

Retained Earnings (_2,156)
Total Equity 10,002
Total Liabilities and Equity $ 10,002

The accompanying notes are an integral part of these financial statements.




FMK Financial Services, Inc.
Statement of Retained Earnings
For the Year Ended December 31, 2003

Balance at Beginning of Year S (2,070)
Net Income or {Loss) { 86)
Balance at End of Year S (2,156)

The accompanying notes are an integral part of these financial statements.
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FMK Financial Services, Inc.
Income Statement
For the Year Ended December 31, 2003

Revenues:
Commissions - Trailer S 9,368
Commissions - Limited Partnerships 6,000
Commissions - Mutual Funds 23,155
Total Revenues S 38,523

Operating Expenses:

Advertising 1,029

Bank Service Charges 120

Dues & Publications 1,287

Leases 23,335

Legal & Professional Fees 835

Office Expenses 1,296

Telephone 723

Travel & Entertainment 8,950

Utilities 1,034
Total Cost of Operations 38,609
Net Income {(Loss) S ( 86)

The accompanying notes are an integral part of these financial statements.




FMK Financial Services, Inc.
Statement of Shareholder’s Equity
For the Year Ended December 31, 2003

Common Stock

Paid-In Retained

Shares Amount Capital Earnings Total
Balance as of December 31, 2002 10,000 $ 10,000 $ 2,158 S (2,070) $ 10,088
Net Income (Loss) For the Period ( 86) ( 86)
Balance as of December 31, 2003 10,000 $ 10,000 $ 2,158 $ (2,156) $ 10,002

The accompanying notes are an integral part of these financial statements.
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FMK Financial Services, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2003

Increase (Decrease) in Cash and Equivalents:

Cash Flows from Operating Activities:

Net Income or (Loss) S | 86)
Net Increase {(Decrease) in Cash and Equivalents ( 86)
Cash and Equivalents at Beginning of Year 10,088
Cash and Equivalents at End of Year $ 10,002

The accompanying notes are an integral part of these financial statements.




FMK Financial Services, Inc.
Notes to Financial Statements
December 31, 2003

Note 1l: Entity

a. Nature of Operations:

FMK Financial Services, Inc. is incorporated under the laws of the
Commonwealth of Pennsylvania with its principal office in New Castle,
Pennsylvania. The Company operates as a broker-dealer in stocks, bonds and
other securities. It began operations on February 21, 1988.

Note 2: Summary of Significant Accounting Policies

Note

a. Operating Cycle:
The Company operates on a calendar year cycle.
b. Basis of Accounting:

The Company prepares 1its financial statements on the cash basis of
accounting. Under this basis, revenues are recognized when received rather
than when earned and expenses generally are recognized when paid rather than
when incurred. Consequently, accounts receivable, trade accounts payable and
prepaid and accrued expenses are not included in the accompanying financial
statements. The differences between the Company’s account balances on the cash
basis and generally accepted accounting principles is immaterial.

c. Property, Plant and Equipment:

Property, plant and equipment are stated at cost. Depreciation is computed
on the straight-line method over the estimated useful lives of the respective
assets. There was no depreciation expense for the year.

d. Income Taxes:

The Company, with the consent of its shareholders, has elected under the
Internal Revenue Code to be an S corporation. In lieu of corporation income
taxes, the shareholders of an S corporation are taxed on their proportiocnate
share of the Company’s taxable income. Therefore, no provision for federal
income taxes has been included in these financial statements.

e. Use of Estimates:
The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make certain estimates

and assumptions that affect certain amounts and disclosures. Accordingly,
actual results could differ from those estimates.

3: Lease

The Company has entered an arrangement with Frank M. Kasevic, a shareholder
owning 100% of voting stock in the Company, to pay rental fees for the use of
Mr. Kasevic’s computer and office equipment, as well as his automobile. The
rental fees are paid in the approximate amount of $ 2,000.00 per month. This
amount depends on the Company’s cash flow and financial situation when this
amount is due. For the year ended December 31, 2003, the periecd covered by
this financial statement, the amount paid for rent was $ 23,335.00.




LOUIS ZONA CPA, P.C.

MANAGEMENT CONSULTANT
CERTIFIED PUBLIC ACCOUNTANT

WWW.ZONACPA.COM
2671 DARLINGTON ROAD 20300 ROUTE 19, OGLE STATION
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Board of Directors
FMK Financial Services, Inc.

In planning and performing my audit of the financial statements of FMK
Financial Services, Inc. for the year ended December 31, 2003, I considered the
internal control structure, including procedures for safeguarding securities,
in order to determine my auditing procedures for the purpose of expressing my
opinion on the financial statements and not to provide assurance on the
internal control structure.

Also as required by rule 17a-5{(g) (1) of the Securities Exchange Commission
(SEC), I have made a study of the practices and procedures followed by the
Company including tests of such practices and procedures that I considered
relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a) (11) and for determining compliance with the exemptive
provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customers, or perform custodial functions relating to customer
securities, I did not review the practices followed by the Company in any of
the following:

1. Making quarterly securities examinations, counts, verifications and
comparisons. .

2. Recordation of differences required by rule 17a-13.

3 Complying with the requirements for prompt payment for securities

under Section 8 of the Federal Reserve Regulation T of the Board of
Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining
internal control structures and the practices and procedures referred to in the
preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and
related costs of internal control structure policies and procedures and of the
practices and procedures referred to in the preceding paragraph and to assess
whether those practices and procedures can be expected to achieve the SEC’s
above mentioned objectives. Two of the objectives of an internal control
structure and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial
statements in accordance with Generally Accepted Accounting Principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in
‘the preceding paragraph.

Because of inherent limitations in any internal contreol structure or the
practices and procedures referred to above, errors or irregularities may occur
and not be detected. Also, projection of any evaluation of them toc future
periods is subject to the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation
may deteriorate.




LOUIS ZONA CPA, P.C.

MANAGEMENT CONSULTANT
CERTIFIED PUBLIC ACCOUNTANT

Board of Directors
FMK Financial Services, Inc.
Page 2

My consideration of the internal control structure would not necessarily
disclose all matters in the internal control structure that might be material
weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control structure elements does not reduce
to a relatively low level the risk that errors or irregularities in amounts
that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, I noted no matters
involving the internal control structures, including procedures for
safeguarding securities that I comnsider to be material weaknesses as defined
above.

I understand that practices and procedures that accomplish the objectives
referred to in the second paragraph of this report are considered by the SEC
to be adequate for its purposes in accordance with the Securities Exchange Act
of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on my study, I
believe that the Company’s practices and procedures were adequate at December
31, 2003 to meet the SEC’'s objectives.

This report is intended solely for the use of the Board of Directors,
management and the SEC, and other regulatory agencies that rely on rule 17a-
5(g) under the Securities Exchange Act of 1934 in their regulation of
registered brokers and dealers, and should not be used for any other purposes.

o7

Louis Zopdgs CPA
Beaver ls, Pennsylvania

January 30, 2004
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FMK Financial Services, Inc.
December 31, 2003

Attachment to Securities and Exchange Commission Annual Audited

Report, Form X-17A-5: Facing Page
J There were no material differences in the audited
computation of net capital and the broker/dealer’s
corresponding unaudited Part IIA. FMK Financial

Services, Inc. is exempt from SEC Rule 15(c)3-3
pursuant to SEC Rule K2ii because FMK Financial
Services, Inc. clears stock trades on a fully disclosed
basis. At the present time, FMK Financial Services,
Inc. does not clear stock trades.

e

ouis Zona, CPA
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